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PROTECTION FOR THE INVESTOR 
LLOYD SIPHERD, M. B. A. 


FEW months ago, the editor of a Toronto daily newspaper 
A received a letter from a Canadian citizen which he was glad to 

print, as it appeared to be an expression of the thoughts of many 
persons. The letter read in part: “During the past two years much 
has been said regarding business stability and security, but there has 
been no apparent effort to bring about the desirable condition of affairs. 
Whenever anyone suggests currency inflation, prominent financiers 
emphasize the need of sound money. But what is the use of sound 
money if the Canadian people haven’t a safe place to invest it ‘ 
It is time the public realized the fact that we need some such security 
for those who furnish the capital for Canadian industries as that enjoyed 
by bank depositors. How could any intelligent person expect the 
people to invest their savings in Canadian industry, and thereby give 
employment to our working men, when our corporation laws are so lax, 
also the laws regarding stock exchanges, so that unscrupulous individ- 
uals can legally gamble with the savings of the investing public and 
jeopardize Canadian industries, capital and labour, in an effort to fill 
their own pockets.’”! 

Perhaps the accusations are not wholly justified, but something 
is wrong and the Canadian public desires an appraisal and, if possible, 
a solution to the problem. Their interest in the problem has been 
intensified by the recent action taken in the United States toward 
establishing greater protection for the investing public and many feel 
that Canada could well follow the lead taken by our neighbour to the 
south, particularly since corporate and investment practice here is so 
similar. 

It is well to recognize at the outset that certain fundamental changes 
which have taken place in our economic life have paved the way for 
those malpractices which we are now so eager to eliminate. Particularly 
during the last fifteen years, the public has developed such aa appetite 
for investment securities that there has been a fairly rapid change from 
private to public ownership of industrial and public utility enterprises. 
An interesting study of this phenomenon was recently conducted by 


1, The Toronto Globe, January 4, 1933. 
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Wm. Z. Ripley, an authority on corporation finance in United States. 
It was discovered that of the two hundred largest corporations in the 
United States, exclusive of banks, with assets of $81,000,000,000, half 
of all the corporate wealth in the United States, over 75% of the assets 
were controlled by management without important ownership.’ It was 
pointed out by Mr. Ripley that this phenomenon is part and parcel of 
mass production, which demands industrial units of great size. The 
consequence of such a state of affairs, however, has been the abuse of 
privileges granted corporate ownership and laxness in the methods of 
promotion and financing. The appalling losses suffered by the Canadian 
public through failures and reorganizations, as well as through drastic 
depreciation of inflated values, has rudely shaken the public to its 
senses. The public wants to know what is wrong, who is to blame and 
what can be done about it. 

There is one individual who has aggressively pursued the subject 
to the point of suggesting a definite program of action. This is Col. George 
A. Drew, Secretary of the Ontario Securities Commission, and no better 
approach to our problem can be had than by considering his recom- 
mendations which appeared in a recent edition of a prominent Canadian 
magazine.” 

At the outset, Col. Drew recognized the great need for the unifica- 
tion of all legislation covering restrictions on company financing by 
pointing out that, at present, there are ten companies acts, differing 
widely in the measure of protection afforded investors, and differing 
also in the method by which a company is brought into existence. This 
situation is not unlike that existing in the United States where it is 
evident that such restrictions, which are designed to raise the standards 
of incorporation and financing of companies, are rendered ineffectual by 
the lax laws enacted by states competing for the business of incorporation. 
Col. Drew suggests that unification may be achieved either through a 
uniform companies act, passed by each of the ten legislatures, or a 
Dominion Companies Act to be approved by each of the provinces. 
With this as a starting point, let us consider the various features that 
Col. Drew suggests should be incorporated in such an act. 

1. The investor must be given every detail of information which 

is of any importance in forming a clear judgment of the 
value of the security. 


1. New York Times, July 24, 1932. 
2. Maclean’s Magazine, October 15, 1933. 
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. Directors, company officials, auditors and other experts 
responsible for the preparation of statements submitted 
to shareholders should be subjected to severe penalties 
for any material mis-statement or non-disclosure, unless 
it can be shown that it was made in good faith. 

3. The auditing profession must develop a better system of 

reporting financial statistics. 

4. Appraisers and other experts, whose figures are used for the 
purpose of establishing the value of securities, should be 
placed under the same liability as directors and auditors. 

5. Companies whose securities are listed on Canadian exchanges 
should be compelled to furnish statements at least quar- 
terly. 

6. Financial houses offering issues to the public should be 
required to furnish information additional to that given 
in the prospectus. There should be full disclosure of 
such, things as bonuses and commissions, preferential lists 
and any personal interest that any member of the issuing 
house may have in the transaction. 

. There should be a clear cut definition of the different types 
of securities issued to the public. 

8. The use of no par value shares should be carefully reviewed. 

9. There should be careful supervision not only of the creation 

of companies, but also of their administration after 
incorporation, to assure that the terms of the act are being 
complied with. It is suggested that there be named a 
Canadian Corporation and Securities Commission. 

Those who are acquainted with legislation in other countries, par- 
ticularly in England and the United States, will recognize that Col. 
Drew is in accord with many of the principles of already existing legislative 
enactments. It is apparent from these recommendations that he feels 
that most of the problems arising today are attributable to the fact that 
Canadian law does not compel those selling securities to furnish ade- 
quate information to prospective investors and does not impose suffi- 
ciently severe penalties for failure to represent clearly the important 
facts. Inasmuch as the Federal Securities Act, recently passed in the 
United States, attempts to eliminate just these weaknesses, the provisions 
of this Act should he studied. Before this is done, however, the 
proposals which are not included in the Federal Securities Act should be 
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considered. 

With respect to the standards of audit reporting, much room for 
improvement exists. Even though the auditor is made liable for mis- 
statement of facts, there is still much leeway for substantial variations 
in accounting reports. There is some question about handling this 
through legislation and Col. Drew is probably right in stating that the 
accounting profession should tackle this problem on its own initiative. 
It is a large order, but it is difficult to see why a serious endeavor should 
not be made by the association in this regard. 

The question of quarterly statements has long been discussed. 
There appears to be general endorsement of such a plen and the diffi- 
culties involved in its adoption seem to be unimportant. The gains to 
be derived by the public are tremendous when it is considered that 
with most companies the shareholders must wait an entire year to 
obtain authentic information regarding their company’s state of affairs. 
The exchanges are the logical institutions to impose such a ruliag and 
the New York Stock Exchange has already incorporated such a ruling 
for newly listed securities. Recently, the Toronto Stock Exchange 
initiated a similar movement. Very little has as yet been accomplished, 
however, and the unfortunate part of the whole plan is that the exchange 
is not in a position to enforce its policies rigidly. Take, for example, 
the struggle that took place recently between the New York Stock 
Exchange and one of the largest chemical companies in the world, over 
the publication of detailed information pertaining to valuation of invest- 
ments listed at cost in the current assets of the company’s balance sheet. 
In this case, the stock exchange hesitated to make good its threat of 
striking the company’s securities off the list because of the serious 
consequences to be suffered by the stockholders whose interests the 
exchange was attempting to protect. As Col. Drew suggests, if legisla- 
tion could be passed covering this recommendation, the responsibility 
for enforcement could be transferred to the proper authorities. 

The suggestion that the government attempt to define clearly the dif- 
ferent types of securities issued to the public was prompted by a desire to 
eradicate the use of terms intended to create a false security for invest- 
ments of a highly speculative nature. No doubt a certain amount of 
evil lies in such a practice, but it is difficult to see how a definition of 
terms could help a great deal without arrangements for educating the 
public. It would seem that if some suitable plan were devised to 
educate the masses adequately in at least the fundamental principles of 
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investment, much would be accomplished towards eliminating the 
weaknesses in security financing which have developed in the past. 
Consider a suggestion which has been put forward by a Canadian 
investment banker.’ It is recommended that trustee laws (i.e. laws 
requiring designation of securities legal for trust investments) be revised 
so as to differentiate properly between high grade and speculative 
securities. Following this would come a program involving education 
of the public to the meaning of trustee investments. It is clearly seen, 
however, that such a plan possesses many difficulties, but one must 
admit that it might prove of considerable value to many people, if put 
into operation. 

In recommending a review of the use of-no par shares, Cul. Drew 
is concerned primarily with certain legislation which at the present 
time permits a company to declare that a portion of what was originally 
capital as distributable surplus. Presumably, such legislation was 
designed to bring legislation governing such matters up to date, but 
it is surprising that such a method should be followed. Considering the 
wave of criticism rising out of this situation, it is difficult to believe that 
such legislation can long exist.” 

With reference to the remaining proposals made by Col. Drew, all 
of which seek to guarantee the investor more complete and accurate 
information and to provide for the proper placement of responsibility 
in cases of mis-stalement of fact or negligence of duty, it appears that 
he endorses the principle of the Federal Securities Act. Since this act is 
designed to accomplish these very things, we shall briefly analyze it 
and consider some of the important problems arising from its adoption. 

The object of the Federal Securities Act, simply stated, is to provide 
for the furnishing of information and the supervision of traffic in 
investment securities in interstate commerce. As President Roosevelt 
put it in a special message to Congress, “in spite of the many state 
statutes, the public in the past has sustained severe losses through 
practices neither ethical nor honest on the part of many persons and 
corporations selling securities.” The principle of the enforcement of 
of the act is the placing of responsibility squarely on the shoulders of 
the issuing corporation, the bankers and any individuals contributing 
to the statements required. Referring to this, President Roosevelt said: 
“This proposal adds to the ancient rule of ‘caveat emptor’ the further 


1 Roger S. Davison. See Financial Post, September 30, 1933. 
2 See Queen’s Quarterly, May, 1933. 
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- doctrine, “Jet the seller also beware.” It puts the burden of telling the 
whole truth on the seller.” 

It should be pointed out that the act is superimposed over the 
various state securities acts, few of which are uniform, and does not 
replace them. Because of constitutional limitations, federal authority 
can be exercised only over transactions involving the use of mails in 
interstate commerce. 

The first main provision of the act is the requirement that before 
any corporation can use the mails or any other means of transportation 
to offer securities in interstate commerce, a registration statement .must 
be filed with the Federal Trade Commission. A study reveals that 
complete information on the issuing corporation, the details of the 
proposed issue of securities, as well as its purpose, and the exact rela- 
tionship between the corporation and the bankers must be supplied. 
The statement including this information must be signed by the principal 
officers of the issuing corporation, as well as by the majority of the board 
of directors. The Federal Trade Commission is given the power to 
revoke unsound issues whenever it appears that the provisions of the 
act are being violated, or if there appears to be anything fraudulent or 
dishonest about the plans of the corporation or the statements presented. 
Such corporations, however, possess the right of appeal before the 
Court of Appeals of the District of Columbia, in which case a complete 
review of the application can be heard. 

The second provision of the act pertains to the information that 
must be contained in the prospectus, which is used to explain and 
advertise the security to the public. A study of the requirements 
clearly indicates that the investor will be assured complete financial 
information of the issuing company, as well as adequate detail on the 
securities issued. Furthermore, it is required that full details of the 
financing arrangements musi be provided. All this information must 
not be of a date more than twelve months prior to sale. Finally, a 
statement must be included to the effect that additional information 
can be obtained from the Federal: Trade Commission at Washington. 
The third and last provision is that any person receiving any secur- 
‘ities specified in such a prospectus shall be presumed to rely upon the 
representations set forth. If a registration or prospectus proves inaccur- 
ate in any material respect, or omits a material fact, any investor has 
the power to bring action against the issuer, the issuer’s experts and 
the underwriters. Such person has the right to rescind the transaction 
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and to obtain a return, either at law or equity, of all consideration 
given provided it can be proved that such falsity existed at the time 
of issue. A conviction of wilful violation of any provision of the act 
may bring a fine of not more than $5,000 or imprisonment of not more 
than five years, or both. 

From this brief analysis, it appears that the administration at 
Washington has made a laudable effort to provide the investor with 
adequate and reliable information. For the corporation executive, 
investment banker and promoter, this new legislation means an increase 
in publicity and a considerably increased public responsibility. Do 
conditions in Canada justify such legislation? In Canada, a company 
may incorporate in any province or may take out a Dominion charter 
under the Dominion Companies Act. To date, the supervision of new 
securities has been pretty much under provincial jurisdiction and, with 
the provincial laws varying so much, little protection has been given 
the investor. A great deal of financing has been carried on under 
circumstances decidedly disadvantageous to the public and there is little 
question that Canada docs need uniform and stricter legislation designed 
to achieve aims similar to those incorporated in the Federal Securities 
Act. 

On the other hand, we must not take the attitude that the Federal 

Securities Act is perfect, or that it even accomplishes the main objects 
to be desired. There are practical difficulties which have already 
appeared and these should be considered. The most serious problem 
pertains to the nature of the responsibility placed on the issuers and 
sellers of securities. The investment banker, for example, maintains 
that the liabilities incurred under the act are so onerous that they 
may prefer to go out of business. For instance, consider the following 
Associated Press dispatch from San Francisco, California, which appeared 
in the New York Times on June 10, 1933. 
“Charging that his firm has been ‘legislated’ out of business by 
the new Federal Securities Act, Harry H. Fair, president of 
Peirce, Fair & Company, today announced the retirement of the 
San Francisco securities house from the investment banking 
field. The company has been in business since 1916. 

“There is now no limit to the liability incurred in a normal 
underwriting transaction of even the highest character, and 
we consider the risk too great to enable us to make a living,’ 
he said.” 
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Although it is believed that the true motive for quitting business 
is not indicated in the dispatch, it is certainly true that a good many 
bankers féel that this will probably be the outcome if revision is not 
made. The importance of this is that the all-important financing 
programs that must accompany, if not precede, the recovery of business 
may be jeopardized. That this problem is serious is indicated by the 
official recommendation of the Federal Advisory Council made on 
September 19, 1933. In recommending revision of the Federal Securities 
Act, the Council made the following comments:' 

“Since the Securities Act of 1933 came into operation, 
the normal issue of corporate securities by responsible corpora- 
tions has almost ceased. It has become evident that large 
corporations, with responsible boards of directors, will not 
undertake capital issues because of the liabilities which the Act 
imposes upon them and the individual members of their boards 
of directors in regard thereto. It has also become evident that 
responsible investment bankers will not act as underwriters of 
corporate issues, because of the liabilities imposed upon them 
under the terms of the Securities Act of 1933. That this is so 
is clearly established from the fact that no nationally known 
industrial or public utility company has undertaken any new 
financing under the Securities Act of 1933. 

“This situation presents a grave problem in connection 
with the National Industrial Recovery program and with the 
orderly restoration of credit operations of financial institutions. 
Unless this situation is changed, companies with maturing 
obligations will not have the usual facilities provided for the 
refunding thereof, and many sound companies may be faced with 
receivership because of inability to obtain capital funds for 
refunding purposes. Similarly, industrial progress requiring 
new capital will be prevented through inability to obtain 
capital funds, even though sought by sound and seasoned 
enterprises. There is nothing which will help so much in 
increasing employment and aiding in the consumption of capital 
goods as the possibility of carrying on adequate capital financ- 
ing.” 

On the other hand, there are those who feel that in spite of the 


1 Commercial and Financial Chronicle, October 7, 1933. 
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severity of the restrictions, the individual investor would not be in a 
position to protect himself. They point out that in cases of alleged 
mis-statements or dishonesty, the issuing corporation and the bankers 
would have little difficulty proving in court that reasonable care had 
been exercised at the time of financing or that all statements were made 
in good faith. Furthermore, it is held that investors would rarely 
institute court action considering the publicity and expense involved. 

It is not surprising, therefore, that numerous demands for revision 
of the act have been received at Washington. It does not appear, 
however, that the administration contemplates revision of any kind, for 
as this is written, announcement comes over the radio that President 
Roosevelt wishes to go on record as being absolutely opposed to altering 
the act." Although it is believed that the administration will not have 
great difficulty in avoiding the drastic consequences pointed out by the 
critics, probably through liberal interpretations placed on the more 
restrictive phases of the act, it is important to consider the advisability 
of avoiding legislation which might prove too restrictive in Canada. 
It must be kept in mind that Canada, unlike the United States and 
England, still relies upon the influx of foreign capital for developing her 
industry and commerce. 

A far more important criticism is that such legislation as that 
recently passed in the United States cannot possibly provide all that is 
desired. A. A. Berle, who is credited with having collaborated in the 
drawing up of the Federal Securities Act, is responsible for these state- 
ments: 

‘“‘We must frankly recognize that the main problem has 
still to be tackled. Perforce, blue-sky regulation smacks of 
locking the door after the horse is gone. As long as the creation 
of corporations runs loose, securities will be a problem; the 
wrong kinds of securities will be created and there will be no 
adequate means of following this up.””” 

These statements imply that the Federal Securities Act will not 
operate to guarantee the public the right kind of financial plans or that 
it will serve to differentiate properly between sound projects and those 


1 December 6, 1933. 


Note—Since the writing of the above, information is received that President 
Roosevelt has reversed his position and has taken steps towards revising the act. See 
Commercial and Financial Chronicle, Dec. 9, 1933. 


2 New York Times, June 4, 1933. 
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which are not economically justified. It is apparent that the Federal 
Trade Commission does not interpret its function as involving respon- 
sibility other than the determination of the legality of the proposition. 
No doubt there are many who would like to see the federal government 
assume the role of dictator with respect to its powers to refuse the 
application of any corporation for the right to issue securities to the 
public. In effect, this is pretty much what Premier Mussolini apparently 
intends to do in Italy through his plan (under consideration) for state 
guarantee of interest and dividends on securities issued by private 
corporations.‘ It is believed that in Col. Drew’s recommendation for 
the establishment of a Canadian Corporation and Securities Commission, 
he has in mind a responsibility for the federal government in Canada 
similar to that carried by the Federal Trade Commission. In justifica- 
tion of such a body, Col. Drew states that “there should be careful 
supervision not only of the creation of companies, but also of the admin- 
istration of companies, to assure that the terms of the act are being 
complied with.” 

Mr. Berle believes that the task of providing the necessary addi- 
tional protection for the investor is to come through a thoroughgoing 
revision of corporation law. Whatever may be considered the solution, 
there is at least one constructive suggestion to be made at the present 
time. The investment bankers occupy a strategic position for the 
performing of the all-important economic function of providing the 
necessary checks against unsound promotion. In addition, many evils 
have crept into investment banking practice which have contributed 
in no small way to our present dilemma. Then why is it not reasonable 
to expect improvement from this group; a responsibility voluntarily 
assumed? This thought was well expressed recently in an editorial 
appearing in a Canadian financial publication. ‘Legislation is an 
inadequate form of protection. Laws do not make people honest. Laws 
cannot even define where essential honesty lies in any matter. And 
many of the most dangerous practices in Canadian security financing 
are not the product of dishonest intentions but of habits that have been 
accepted with too little analysis or criticism. Stiffer laws are less needed 
than straighter practices.” 

In suggesting what may be done by the investment bankers towards 
improving conditions for the future, it would appear that the task can 


1 See Toronto Mail and Empire, November 9, 1933. 
2 Financial Post, April 8, 1933. 
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be approached from two angles. The first problem to be attacked is an 
internal one, involving unsound practices which have developed under 
pressure of competition and through the lack of high ethical standards 
among the members of the profession. The second problem is broader 
in nature and consists of a positive effort to be made towards effecting 
the necessary means by which the investment banker can more effectively 
assume the broader economic function which is his. 

It is encouraging to note that certain individuals within the banking 
profession have publicly recognized the undesirability of many unsound 
banking practices and have proposed plans to eliminate them. Let us 
consider a few of these proposals. It has been recommended that steps 
be taken to raise the investment banking business to a professional plane 
by demanding higher qualifications for membership. At one time, in a 
speech before an Jnvestment Bankers’ Association convention, Col. 
Drew put forth this same suggestion. Another suggestion involves the 
elimination of the commission basis for paying security salesmen. 
Furthermore, the establishment of a more uniform scale of commissions 
on the purchase and sale of bonds and stocks not listed is suggested. 
This goes hand in hand with the recommendation made recently by the 
MacMillan Commission that steps be taken towards the establishment 
of an adequate bond exchange in Canada. From these few suggestions 
it is seen that at least some individuals are struggling for reform. It 
must be admitted, however, that little can be accomplished until a 
majority of the bankers is willing to co-operate on the matter, a situation 
which at present appears to be far from realization. It is lamentable 
that the Investment Bankers’ Association of Canada does not represent 
as strong a force towards effecting improvement among the membership 
as it could. 

If the possibilities for improvement of internal conditions appear 
limited, perhaps not much hope can be held out for effective action on 
the second task, namely; co-operative effort in controlling the manu- 
facture of new securities in the interest of the public at large. Neverthe- 
less, it is worth while to consider a constructive plan proposed by one 
who is very close to the situation.! 

“It seems to me that it would not be difficult for investment bankers 
themselves to form a Committee of Public Safety. This group, properly 
organized, properly represented, ought to scrutinize every investment 


1 A. A. Berle, American Bankers’ Association Journal, July, 1933. 
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banking transaction of any public significance from the angle of the 
general public; and should*undertake the responsibility of seeing that 
it is worthy of the confidence of the American investor. That it could 
be effective, no one doubts. A flotation which had no business to exist, 
or a reorganization which ought nat to be supported by the investor simply 
could not take place if any responsible group were prepared to take 
the responsibility of saying to the public that the issue should not be 
subscribed, that bonds should not be deposited, that the plan of reorgan- 
ization was not fair.” 

Mr. Berle admits that such a group of bankers would, in effect, 
undertake to be their brothers’ keepers. When it is considered, however, 
that the reputations of each and every house are inseparably bound 
together, it is then plain that such a plan is really one of self-preservation 
as well as one serving a public interest. No doubt Mr. Berle is making 
a proposal which cannot be put into effect immediately. It is claimed 
by some that such a plan is utterly impossible under conditions in which 
no single organization possesses the requisite authority for exercising 
such an important influence over the entire banking profession. Never- 
theless, this plan serves to indicate what both the Canadian and American 
people are seeking. The investment banker, it is urged, must not only 
recognize the public’s attitude in this matter, but must seize the oppor- 
tunity which is his for laying the groundwork for later improvement. 
Surely it is not asking too much for the banker to take the initiative in 
not only clearing up the various internal problems, which in itself should 
bring the Canadian investment bankers closer together, but to plan 
ways and means whereby the bankers can colleciively perform their 
economic function adequately. If such steps were taken immediately 
and evidence of certain progress shown, it is quite possible that the 
present insistent demand for legislation would lose some of its force. 
Nevertheless, insofar as legislation appears to be necessary, it is hoped 
that the task will be approached cautiously and that proper considera- 
tion be given not only to the experience gained by Americans through 
their Federal Securities Act, but also to any action taken by investment 
bankers that gives promise of dealing more satisfactorily with the 
the problems which may appear to justify corrective legislation. 
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ILLUSTRATIONS IN LIFE INSURANCE 
ADVERTISING 
T. H. YULL 


has been the last resort of many a harrassed copywriter—‘Apt 

alliteration’s artful aid.” 

It is time something of the sort was said of pictorial advertising. 
It might run like this—‘‘Ilumining illustration’s ingenious insistence.” 

In the Victorian era of advertising, illustrations were rare, almost 
non-existent. The advertiser was wont to rely for attention-arresting 
appearance upon large-type headings and a rather naive repetition of 
his name or that of his product in closely-set type, a few hundred times 
all around his advertisement so that he had at least a greyish border that 
caught the roving eye and isolated his ponderous pronouncements from 
all others. 

Then someone had the good sense to realize that people liked look- 
ing at pictures and that a picture in an advertisement would “spot” 
it out from the unadorned ruck. 

So illustrations began to appear, and, as is characteristic with all 
advertising trends, a veritable rash of pictoriel measles broke out. 

This stimulated research into better methods of reproducing illus- 
trations and marked the beginning of modern photo-engraviag. 

Better reproduction in turn encouraged more and better illustrations, 
and so progress has been made in a non-vicious circle to this day. 

Life insurance, like banking, was one of the last businesses to be 
given the sales-stimulus of advertising. Many of us can remember when 
banks, trust companies, life insurance companies and similar institutions 
did no advertising; in fact were opposed to it. 

Early life insurance advertisements were timid little admissions 
that such and such a company was in existence and had been for forty 
years or more. 

Looking back at them, one is reminded somehow of an elderly, 
dignified gentleman testing the water with his toes before venturing in. 
To-day life insurance companies are using advertising extensively 


Ges been t once expressed in a graphic phrase the device which 
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and employing the very latest technique of art, engraving and typo- 
graphy. 

Any man who has had io prepare life insurance advertisements has 
experienced the despair which comes with a realization that not even 
with a thousand and two hundred words can he do justice to the subject 
or tell all the benefits of this greatest of financial public utilities. 

Zven to concentrate upon a single policy in an advertisement is 
necessarily to leave out many intriguing and attractive features if the 
copy is not to reach that unknown extent which nevertheless draws 
down somebody’s dictum “too long.” 

But in many cases the “thousand and two hundred words” can be 
transmuted into a picture and two hundred words, by the eminently 
sane formula said to have been evolved by one Confucius, born 550 
B.C.—“A picture is worth a thousand words.” (This may or may not 
account for the ideagrams in use among the Chinese to-day). 

So the modern practice in advertisement-making is to use an illus- 
tration to save a thousand words and confine the copy to two hundred, 
more or less. 

Some thoughts can be infinitely better expressed in a picture or 
even a chart than by any number of words. Other thoughts are suscept- 
ible of better expression verbally. Most thoughts are best expressed 
when both pictures and words are used. 

An illustration will be an eye-catcher, but can be much more than 
that. It can be made to tell a story, emphasize a point, arouse emotions, 
create desire, start a train of thought. 

As in all other advertising, many of the illustrations for life insur- 
ance advertisements are now made by the best and most highly-paid 
artists and photographers. 

They express human feelings in line and light, tint and shadow, 
ranging from the pathetic despair of the old indigent on the park bench 
or the poignant grief of the financially-betrayed widow in the lawyer's 
office to the merry postman delivering the monthly check or the con- 
tented old couple seeing the world on the proceeds of their providence. 

Illustrations are used to a greater extent than ever before in life 
insurance advertisements; also in advertisements of all commodities 
and services. 

This brings about the inevitable reaction that some will seek to 
have their advertising “‘different” by using zo illustration, in the same 
way as the early illustrated advertisements stood out against all others. 
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UNEMPLOYMENT INSURANCE 
H. A. LOGAN, PH.D. 


N this continent, before the depression broke upon us, the interest 
O in unemployment, for most people, consisted mainly of a senti- 
mental regard for those workers who had lost their jobs and con- 
sequently found themselves and their families in a condition of destitu- 
tion. The “hard-boiled” declared that it was their own fault; if they 
were good enough, they would get in somewhere. The more scientific 
observed they were the victims of circumstance, the trouble was in the 
system. The tender-hearted were exercised about the unfair incidence 
of the whole thing. Some were becoming interested in insurance as a 
means of equalizing burdens. 

To-day, while this concern for the jobless is still with us, it has 
changed in that it has found vent in active policies and endeavours of 
relief. In its place, and constituting probably a greater cause of un- 
easiness and worry, has come the conception of unemployment as a great 
economic loss through failure of output, as a reason for vast increase in 
governmental debts, a continuing cause of lack of purchasing power for 
goods and involving a progressive depletion of national wealth and the 
quality of our man power. The new emphasis in our thinking is liable 
to lead us away from the consideration of lines of treatment that are not 
chiefly concerned with future prevention, and especially the prevention 
of the spectacular waves of unemployment like that of the present. 
For this reason unemployment insurance has ceased, for many people, 
to make any appeal. It is one purpose of this article to raise the question 
of how far this attitude is justified, and how far based on a misconception 
of the possibilities inherent in insurance. 

In the first place, let us note that unemployment did exist, in con- 
siderable numbers, in those so-called “‘normal’’ times, and that it was 
working its evil effects even then, in the second sense noted above as 
well as in the first. A jobless eight or ten per cent. differs from a job- 
less thirty-five per cent. only in degree. Figures compiled from statis- 
tics by the Dominion Bureau show that during the post-wer period un- 
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employment has rarely fallen below ten per cent. in Canada. This is a 
picture similar to that of every industrial and trading nation for the 
same period. Have we any reason to think it will change, that unem- 
ployment will cease? Technical progress, moving at various rates in 
different industries, seasonality, changing styles, business cycles, politi- 
cal shiftings and realignments—there seems to be little reason for in- 
dulging in such a hope. In the prosperous Twenties, many economists 
were teaching that through banking improvements and forecasting, the 
cycles of prosperity and depression, at least, were coming under con- 
trol, but now they are much less confident. 

Recognition of the perpetual nature of the thing has led Britain 
and continental Europe to turn to insurance as a way of meeting it. 
Beginning as a voluntary matter among trade unions and fraternal 
societies, it was encouraged early in this century in such countries as 
Belgium, Denmark, and France by municipal and state subventions. 
Britain led the way just before the war with a compulsory system 
initiated by the state. Following the war all the important nations of 
Europe fell into line as also did several of the South American and 
Australian states, using in the main the compulsory brand. More re- 
cently, bills have been introduced into no less than twenty-one states 
in the United States, but to date none has met with success save that 
of Wisconsin. 


When we ask the question, “‘Is insurance the right weapon to use in 
dealing with unemployment?” the answer, it seems, hinges upon two 
other questions. (1) Just what are we seeking to do; more specifically, 
do we expect to settle unemployment or reduce it by means of insur- 
ance, or are we hoping rather through insurance simply to establish a 
fair incidence of the burden of unemployment, and to develop healthier 
conditions and attitudes in the jobless population? (2) Is unemploy- 
ment an insurable risk anyway? 

Let us consider these questions in their reverse order. First, is 
unemployment insurable? Insurance, we may define, as a device for 
shifting the risk from the shoulders of the individual and transferring 
it to those of the many. The wider diffusion of the burden is presumed 
to result in social gain. But a risk to be truly insurable must embody 
elements both of certainty and uncertainty. The lives of men con- 
stitute an insurable risk because the date upon which any one shall die 
is unpredictable, while, at the same time, the number of those from 
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among one hundred thousand, say, between fifty and fifty-five years of 
age that will die in a period of a year is quite predictable. It has been 
calculated on the basis of experience. Unemployment, as a risk, would 
seem to fulfil well enough, the requirements of individual uncertainty. 
In view of the many causes from which it arises, few working people 
could say, with any assurance, that they will or will not be employed 
a year or two years or even six months from date. Of course, there are 
differences among workers in the likelihood of their being employed at 
the points in the future indicated, depending upon the nature of their 
occupations, and upon their personal qualifications. But so also are 
there differences in the expectations of different individuals or groups 
of society of dying within a year or two years or six months. Yet this 
does not prevent insuring of lives. Just as different premium rates 
have been computed for different age groups for life insurance, similarly, 
different rates of contribution can be worked out for different occupa- 
tion groups for unemployment insurance and this, in fact, is being done 
in some systems. 

When it comes, however, to the requirement of predictability for 
the large numbers, the case is not so clear. While it is ascertainable 
how many will die in a year among a million people, granted the ages 
are known, there seem to be no adequate criteria for computing today, 
with any approximation to accuracy, how many unemployed there will 
be in the year 1935 among the two and a half million industrial and 
commercial and mining workers of Canada. If we took a longer period 
than a year, say the six year period, 1935-40, it would doubtless be 
possible to estimate the proportion more closely, but even here there is 
bound to be a large element of guesswork. Unemployment, especially 
some types of it, appears as a mass phenomenon which would seem to 
defy actuarial treatment. 

May we not, however, find some realistic studies that will take us 
beyond mere theorizing. A recent investigation in Ohio, carried on by 
a government commission, presents us with statistics directly to the 
point. Dr. I. B. Rubinow, actuarial expert of the commission, taking 
the figures of actual unemployment in the state over the period 1923- 
1931 inclusive, shows how, with contributions amounting to three per 
cent. of payrolls, and benefits equalling fifty per cent. of wages, the 
fund would have met all claims during these years. 

His table which we have borrowed from the Survey Graphic of 
December, 1932, is as follows: 
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Surplus in- 
Cost of Ad-| Surplusjcluding in- 
Per cent. of un-| Contri- ministra- | Decem-| terest at 
Year| employed butions |Benefits) tion ber 31 | 4 per cent. 
millions |millions millions| millions 
1923 9.0 49 a 0.5 49 50 
1924 15.6 46 59 1.6 35 37 
1925 12.1 49 48 1.6 37 38 
1926 9.2 51 36 1.6 52 54 
1927 11.5 51 47 1.6 57 59 
1928 10.8 53 44 1.6 66 68 
1929 5.6 57 23 1.7 100 104 
1930 17.3 47 69 2.7 80 84 
1931 30.2 36 109 ave 9 11 
Average 13.5 























It should be mentioned that Dr. Rubinow in this compilation 
allows benefits only for sixteen weeks in a year as a maximum, and calls 
for a three weeks waiting period during which no benefits shall be re- 
ceived. The latter is unusually long, and the former ten weeks lower 
than the British allowance. Had he set the waiting period at two weeks, 
and the maximum period of benefits at twenty-six weeks, the contribu- 
tion would have had to have been raised to 4.51 per cent. of payrolls 
to meet the requirements of solvency. These figures are very significant. 
In addition to teaching something about the insurability of unemploy- 
ment, they are indicators of the cost involved in purchasing different 
degrees of security against it. Furthermore, it should be appreciated 
that the percentages of actual unemployed through these years bear 
some likeness to the conditions in Canada over the same period. 

The judgment of Dr. Rubinow was that unemployment in Ohio is 
an insurable risk. It is plainly evident, however, that during the con- 
tinuing unemployment of 1932 and 1933, his calculation, based on three 
per cent. contributions, would have led the fund into a deficit. Either 
the basis of the figuring would have had to be changed or the fund 
would have had to have borrowed. 

Great Britain’s experience and her longer period of statistical re- 
ference may next be consulted. The British act, building on unem- 
ployment figures running back for half a century, assumed that unem- 
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. ployment would not average more than six per cent. By 1920, eight 

4 years after the beginning of operations under the Act, there was a credit 
of approximately $100,000,000 in the fund. The country had done 

. much better than anticipated. But since the crisis of 1920 the nation 

: has rarely dropped below ten per cent. unemployed in any month, and, 
at times, it has reached twenty-three per cent. To meet the situation 
recourse was had, over a series of years, to borrowing from the govern- 
ment on a large scale. Since 1931, this has been discontinued in favour 
of an increase in contributions along with a ten per cent. decrease in 
benefits. 

What are we to conclude from such data as the above about the 
insurability of unemployment? It is very apparent that British cal- 
culations went wildly astray. Modern pre-war history lent no pre- 
cedent for what England was to go through in the post-war period. 
Similarly it looks as if the Ohio calculations are falling short as the 

a depression continues. If we answer our question on the basis of sol- 
vency of the fund, following unflinching adherence to original rates, we 
can only reach a negative conclusion. Does insurability, however, re- 
quire such rigid adherence to first calculations? Life insurance, we 
should remember, has its safety valves in certain elements of flexibility. 
The dividends to holders of policies with an investment element rise and 
fall with the fortunes of the company, and the premium rates to new 
policy takers vary somewhat from time to time. The recent unem- 
ployment insurance law of Wisconsin provides for flexibility in rather 
extreme measures. When an employer has developed a fund amount- 
ing to $50 against every employee on his pay roll, his contributions start 
to shade off until at the point of $75 for each worker they cease alto- 
gether.’ Likewise, an element of flexibility characterizes the payment 
of benefits. As the amount in the fund standing against each worker 
drops below $50, the maximum benefit that shall be paid to each job- 
less applicant falls from $10 per week down to $9, and then from $9 to 
$8 and so forth: a dollar being struck off against each $5 per capita re- 
duction in the fund. Flexibility thus characterizes this act in two 
ways. At no time will the fund grow very great—falling contributions 
prevent it—neither will it go bankrupt—falling benefits guard against 
that. 

In spite of such qualifications as the above, the fact remains that 
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. 1 The Wisconsin system provides for separate funds for each employer with no 
contributions coming from elsewhere than the employer. 
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for a risk to be really insurable it must lend itself to a fair measure of 
actuarial calculation. Flexibility, to the degree found in the Wisconsin 
Act, results not in adequate insurance but merely a partial covering of 
the risk. When a real test comes the jobless will soon have to turn else- 
where for help. I think we are forced to admit that insurance, at any 
rates that would appeal to us as practicable cannot take care of unlimited 
unemployment. While it has its important place in taking care of 
what may be called normal quantities of unemployment, it must, dur- 
ing times of long continued unemployment like the present, be supple- 
mented by other means which, in the last analysis, means state help. 


Granted that unemployment is insurable within the limits of these 
qualifications, let us return to our first question: What values are we 
seeking to achieve through it? 

Our first answer is that, from the standpoint of maintenance of 
security and self-respect and a healthy social outlook in a nation’s work- 
ing population, insurance is far superior to charitable relief, whether 
public or private. Likewise, it is more economical from the standpoint 
of cost, for it involves a systematic setting aside of funds by industry and 
by workers, during periods when funds are more abundant in the hands 
of both parties, to be used when they are much needed and hard to 
raise. Furthermore, justice and economy unite in ruling that it is 
fairer and socially easier to have the burden distributed generally over 
industry and employees (and some would say the public through govern- 
ment contribution) rather than having it fall with such fatal results 
upon a minority. 

Our second answer has to do with prevention. Can insurance be 
used to reduce unemployment? Here we have to deal with two lines 
of argument. In the first place, there is the possibility of offering in- 
centives to employers to stabilize their pay rolls and desist from turning 
off their men. This is accomplished through the use of differential 
rates of contribution from different industries or localities, or, better 
still, from different individual employers in accordance with their past 
performance record in keeping down employment. The plan would 
seem to apply best to a system where all contributions come from the 
employer. Government and employee contributions would dilute its 
forcefulness. If the differential could vary all the way from a con- 
tribution of, say, six per cent. of pay roll to half of one per cent., and 
the employer stood to suffer the whole loss of the higher figure or realize 
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the whole gain of the smaller, the incentive should be a powerful onc. 

The other means of prevention comes through the possibility of 
the evening out of consumers’ purchasing power through the instru- 
mentality of contributions and benefits. It is argued that contributions 
are at their peak when industry is booming, and at such times the in- 
surance fund is being developed. Conversely, when industry is de- 
pressed and employment is down, this surplus in the fund will be paid 
out as benefits with the result that the purchasing power of the work- 
ing classes will be sustained, and the condition of depression thereby 
alleviated. This argument undoubtedly has merit but should not be 
accepted too naively. With our modern financial facilities, it is not 
vur habit to hold funds out of use. These surplus contributions, made 
in prosperous times, and developed into a fund, would not be isolated and 
sterilized until the day of depression called them into use as benefits to 
jobless workers. They would be invested somewhere. While it is truc 
they would not be used in the same way as if the insurance arrange- 
ments had not been set up, and while it is doubtless true that their being 
paid out as benefits to workers would result in sustaining purchasing 
power at the opportune time, we should not fail to follow through the 
probable effects of their investment at other times, and also the effect 
of cashing in on such investments at the time required for their use as 
benefits. 

Altogether, in view of these two lines of argument, it is evident that 
a well considered system of unemployment insurance has real possibili- 
ties as a device for prevention and stability. The British system, with 
its flat rates of contribution and with triple participation, makes no 
use of the differential incentives. The German act tries to apply the 
principle but operates the differentials on a basis of localities, which 
seems weak. The American plan proposes to reward the individual 
employer, which is as it should be. All plans, of course, involve the 
regularization of workers’ purchasing power, and thus lend themselves 
to our second way of prevention. Attention should be given to the pro- 
blem of investing the developing fund in such a way as to best serve 
the preventive purpose. 

It will be understood that it is not suggested for a moment that 
insurance should stand alone as a preventive of unemployment. It is 
put forward only as having possibilities entitling it to a place in a general 
scheme of attack. Probably the weightier reasons for insurance are to 
be found elsewhere than in the arguments for prevention. 














CURRENT EVENTS 
ARTHUR G. DORLAND, PH.D. 
Some Results of Hitlcrism in International Relations. 


ITLERISM still holds the center of the European stage. But 
4 one thing is sure that in spite of the recent national verdict in 

its favour, the Hitler regime is not making any headway outside 
Germany. British opinion formerly so favourable to Germany is de- 
finitely swinging in the opposite direction; and if Germany keeps on 
she may soon achieve that position of diplomatic and moral isolation 
previously occupied by the Russian Soviet. Conversely, the growing 
recognition which the Russian Soviet has won among the European 
powers is a striking tribute to the success of its new policy, and reveals 
the Soviet Commissar, M. Litvinov, as one of the ablest diplomats of 
the day. 

The advent of Hitlerism in Germany was without doubt one of the 
main reasons for severing the hitherto friendly relations between that 
country and Russia. To the same cause may be attributed the bridging 
of the gap which had existed between France and the Soviet since Octo- 
ber 1930. For France, fearing that Nazi Germany would attempt to 
re-arm, and desiring more favourable trade arrangements with Russia, 
was constrained to adopt a more friendly attitude toward the Soviet 
Union. On the other hand, in Russia the anti-Marxist policy of Hitler 
and the desire to seek new markets to replace the possible loss of Ger- 
man and British trade, made these French overtures welcome. The re- 
sult was a ron-aggression pact between Russia and France, as well as an 
understanding regarding credit and trade that is of mutual benefit to 
both countries. In addition to this, the Soviet Union has negotiated 
non-aggression pacts with Poland, with three members of the Little 
Entente (ie. Rumania, Czechoslovakia, Yugo-Slavia) and also with the 
Baltic States (ie. Lithuania, Estonia, Latvia, and Finland). In each 
case Hitlerism was the principal cause for this action, as apparently 
Poland and the Baltic States no longer regard their eastern frontier as 
the main source of danger, but are facing westward with growing ap- 
prehension toward Germany. We might say, therefore, that one of 
Hitler’s principal achievements is to have made all Germany's neighbours 
forget to be afraid of Russia. 

The Soviet quarrel with Great Britain was also patched up in July 
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of last year when the Soviet government liberated Thornton and Mac- 
Donald—two employees of the Metropolitan-Vickers Company—whu 
had been previously sentenced on charges of sabotage and espionage. 
In return for their release Great Britain has lifted its embargo on Soviet 
goods and new trade agreements have likewise been undertaken. The 
latest triumph of Russian policy has been the recognition of the Soviet 
Union by the United States. This event marks the final collapse of the 
cordon sanitaire with which for almost a decade capitalist countries have 
sought to isolate Russia. 


Recent Changes in Soviet Policy 


This general recognition which the Soviet Union has achieved has 
only been won—at least according to Trotsky, the bitterest critic of the 
Stalin regime—at the price of sacrificing some of its most vital prin- 
ciples. At any rate the friendly relations which the Soviet Union has 
now established with almost every European country as well as with 
the United States, would not have been possible if Stalin had not de- 
parted from one of the most objectionable and threatening features of 
Soviet policy, namely the subversive propaganda of the Third Inter- 
national. Impartial students of Russian affairs however, appear satis- 
fied that Russia now is honestly trying to keep the Third International 
within bounds, and that she has compelled her own Communist party 
to abandon the advocacy of world revolution at the expense of its neigh- 
bours. This policy has been dictated by the needs of the Soviet Union 
itself, especially its need for peace and for normal economic relations 
with other countries, conditions which are essential to the success of its 
internal program of economic and social reconstruction. 


Mongolia—A Possible Key to Russian and Japanesc Relations in 
the Far East 


While the position which Russia has secured for herself has removed 
one important cause of international friction in the Western hemisphere, 
there is reason to believe that this may mark the beginning of more 
strained relations in the Far East where a noticeable stiffening of Russian 
policy toward Japan has been evident of late. 

Japan’s reckless determination to entrench herself securely in 
Manchuria presents a serious threat not only to Chinese interests, but 
to those of Russia as well. But the key to the Far Eastern situation— 
so far as the interests of these three countries is concerned—is believed 
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by many careful observers to be in Mongolia—a country and people 
about which little is known or understood. 

For a number of years it was more or less taken for granted that 
Russia and China between them would completely absorb the Mongolian 
peoples of Inner and Outer Mongolia, just as Manchuria had been ab- 
sorbed by China long before. But this assumption was proved incorrect 
when, after the fall of the Manchu Empire and Dynasty in 1912, and 
with the creation of a Chinese Republic, the Chinese-Mongol alliance 
was repudiated by the Mongol people themselves, who since that time 
have shown an inclination to look either to Russia or Japan for leader- 
ship and direction. To the Mongols in Manchuria therefore, the crea- 
tion of the new state of Manchukuo by Japan affords a means of pre- 
venting their complete absorbtion by Chinese infiltration and coloniza- 
tion which has been the aim of the Chinese Republican Nationalists. On 
the other hand, while in Inner Mongolia the Mongol leaders have in the 
past looked to Soviet Russia for direction and leadership against Chinese 
absorbtion, there is a growing feeling of racial solidarity in both Inner 
and Outer Mongolia, as well as in Manchuria, which indicates the possi- 
bility of a Mongolian national movement of far reaching importance. 
It seems fairly certain that Japan cannot maintain her present advan- 
tage in Manchukuo without obtaining the good will of the Mongol people; 
while a Japanese policy which guaranteed the integrity of Mongol lands 
and supported their claim to autonomy would go far to win the support 
of those elements which at present believe that Japan can be used as a 
means of preventitig complete absorbtion of Manchuria by China which 
the Chinese nationalists hope to accomplish. 

What role will Japan and Russia play in promoting Mongolian 
autonomy? Neither country will likely tolerate a Mongolian state on 
its borders absolutely dominated by the other. A disunited China is 
clearly helpless to recover its former domination—a domination which the 
Mongol people themselves have definitely repudiated. In view of this 
situation the League of Nations probably followed a wise course in re- 
fusing to make itself a partisan of Chinese claims in Manchuria, which, 
if enforced, would have been against the wishes and, in the long run, 
the best interests of the Mongols themselves. The numerous critics of 
the League who blamed it for doing nothing about Manchuria, may 
eventually find that to do nothing at that time—beyond the emphatic 
condemnation of Japan’s unwarranted act of aggression against a neigh- 
bouring power—was after all the best policy, and in the long run may 
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involve less injustice and bloodshed than the direct, forceable interven- 
tion which some so loudly demanded. Js it then a possibility that an 
autonomous Mongol state would serve a useful purpose in the future 
as a buffer state between the three rival powers now confronting each 
other across Mongolia and Manchuria? Time alone will answer this 
question; but those who are following Far Eastern affairs believe that 
it is increasingly important to watch closely what is happening in Mon- 
golia. 


The Canadian Scene 


Turning for a moment to the Canadian scene, it is still possible to 
find those who profess to believe that Mr. Roosevelt's ‘New Deal’ 
should have its counterpart on this side of the international boundary. 
But Mr. Bennett is too well satisfied with the way Canada, under his 
leadership, has weathered the economic storm—and not without rea- 
son by comparison with some other countries—to consider anything so 
drastic. On the other hand, Mr. King is too much afraid lest any such 
policy might suggest a move toward the Left and the Co-operative Com- 
monwealth Federation, to do anything at all. Accordingly Mr. King 
does nothing, doubtless hoping that those who do not share Mr. Ben- 
nett’s enthusiasm regarding present conditions in Canada will support 
the liberal party, and that those who fear too extreme C. C. F. mea- 
sures and yet want a change, will do likewise. In short his policy—if 
indeed it may be dignified by such a name—is one of masterly inactivity, 
though his critics would use a much less euphemistic term. Meanwhile 
three federal by-elections in New Brunswick, Quebec, Saskatchewan, 
and the yet more recent liberal landslide in British Columbia, when the 
new liberal leader, Mr. Pattullo, won over thirty seats, indicate that 
liberals are not without some justification for their hope. The British 
Columbia election is of special significance as showing present political 
trends. Apparently many people who ere sympathetic with certain 
ideas of the C. C. F. are not yet convinced either of the soundness of its 
leadership or of its program to commit themselves definitely. They feel 
that a political landslide toward Socialism at this time would be a public 
calamity, and yet they would like to see in the next Federal Parliament 
a Socialist party sufficiently strong to challenge definitely the attitude 
of inertia and mere defense of the status quo which characterizes the 
policy of both the old line parties in Canada to-day. A little leaven 
might leaven the whole lump. The question is—how much? 











LEGAL COMMENT 
JAMES F. MCMILLAN, B.A. 


Recent Changes in the Law of Conditional Sales. 


EEPING himself informed of the changes which take place from 
K time to lime in our commercial Jaw should be a matter of concern 
to every person engaged in business. Changes in the law govern- 
ing our social and political affairs are usually the subject of extensive 
comment in our newspapers but a change in the law affecting a par- 
ticular type of business transaction very often comes to the attention 
of a person affected thereby for the first time when he is faced with a 
substantial loss duc to his failure to observe the altered requirements 
of the law governing that particular transaction. This statement is 
well illustrated by the amendment to the Conditional Sales Act passed 
at the last session of the Provincial legislature providing for the registra- 
tion in the registry or land titles office of notice of any conditional sale 
contract of goods which are to be affixed to real property. This amend- 
ment came into force on the eighteenth day of April, 1933, but the 
registrar of onc of the larger registry divisions in Western Ontario states 
that he has not received a single notice under this act for registration. 
It is reasonably certain that there have been many transactions in which 
the protection of the amendment should have been taken and that some 
of the persons making these transactions wilt have the amendment 
brought forcibly to their attention by the discovery that they are un- 
able to enforce rights which they might have enforced had they com- 
plied with the statute. 

The Conditional Sales Act deals with that type of sale on credit 
which is commonly referred to as sale on the instalment plan. The 
essential feature of this type of sale is the delivery of the possession of 
goods to a purchaser under a contract whereby the seller retains the 
ownership in the goods until the full purchase price is paid. The act 
provides that if the seller is to maintain his rights against subsequent 
purchasers and mortgagees of the goods claiming under the original 
purchaser, the contract must be in writing and a copy thereof must be 
filed in the office of the Clerk of the County Court of the county where 
the purchaser resides at the time of the sale, unless the subject of the 
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sale is manufactured goods having the seller’s name and address thereon, 
or household furniture not including musical instruments. 

Credit sales of this type have become an important feature of our 
commercial life particularly in relation to automobiles and furniture 
and the provisions of the act referred to above are well known to dealers 
selling on the instalment plan and to a large part of the general public. 
There is another phase of sale on credit, however, which has rapidly 
increased in importance in recent years. Dwelling houses and even 
apartment houses have in the past been largely a matter of brick and 
mortar, wood and plaster, but the modern house owes an increasingly 
large proportion of its value to equipment built in or attached to the 
house. Such things as the oil or coal burner, the water softener, the 
air conditioning plant, the “built in’ kitchen equipment and bathroom 
fixtures all of which form an integral part of the finished house are a 
comparatively recent development in house construction. All of this 
equipment is being sold largely on credit and under conditional sales 
contracts. This change has brought to issue the respective rights of 
the unpaid seller and the innocent purchaser of the real property to 
which equipment which really forms part of the finished house has been 
affixed. We no longer have to deal with a simple chattel such as an 
automobile or a piano, but with something that has been affixed to and 
become a part of the real property. 

The Conditional Sales Act has, since 1911, contained a provision 
that goods other than building materia! which have been affixed to real 
property shall remain subject to the rights of the seller as fully as if 
they had not been affixed. 

It was not until very recently, however, that the courts were asked to 
decide whether the unpaid seller had the right to repossess such goods 
from a person who had purchased, without any notice of the unpaid 
seller’s rights, the realty to which they were affixed. A clearly defined 
issue on that point came before the Appellate Division of the Supreme 
Court of Ontario in the year 1931. The complete facts of that case 
were rather involved. Several legal points were raised—particularly 
the question of the exact class of goods coming under the description 
of building materials. The court found it unnecessary to deal with 
this question, confining its decision to the question of the protection 
afforded to an innocent purchaser of the realty by the provisions of the 
registry act. The following hypothetical circumstances will probably 
serve as well as any to illustrate the decision given in that case. 
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A is the owner of a lot on which he is erecting a dwelling house. 
A is unable to pay for some of the equipment (not building material) in 
cash, and makes a conditional sale contract with B, a merchant, pro- 
viding for the purchase of the equipment, it being stipulated that owner- 
ship thereof shall remain in B until the price is paid in full. The con- 
tract is duly filed in the office of the proper County Court Clerk, but 
not in the registry office. The equipment is delivered and installed in 
the house in such a way that it has become affixed to the realty. The 
house is completed and sold to C who has no knowledge of B’s claim 
and buys the whole property including the equipment. A deed from 
A to C is delivered and registered in the registry office. C searches the 
title in the registry office but no notice of B’s claim is recorded there. 
B has not been paid and claims the right to take the equipment out of 
the house unless C pays him the balance owing for the equipment. 

The Registry Act provides that an innocent purchaser for value 
without actual notice shall take priority over unregistered claims against 
the property and under the decision previously referred to, C, having 
paid his money and registered his deed without notice of B’s claim, can 
retain the equipment although B might have repossessed his equipment 
from A before the sale to C. 

From this decision it follows that the seller of equipment which is 
commonly affixed to real property, if he is selling on credit and wishes 
to retain ownership to protect an unpaid balance of purchase price, 
must not only have a written contract pursuant to the Conditional 
Sales Act and file a copy thereof in the office of the County Clerk if re- 
quired to do so by the Act, but must also register his contract in the 
proper registry office against the lands to which the equipment is to be 
affixed. 

After the above decision had been given the legislature by amend- 
ment at its last session enacted a new section Number 12 of the Con- 
ditional Sales Act providing that in addition to any other registration 
or filing required by the Act, notice of any conditional sales contract in 
a form prescribed by the amendment may be registered in the registry 
office against the lands of the purchaser to which the goods are to be 
affixed. 

The notice is to contain the names and addresses of the seller and 
purchaser, the description of the goods, the price thereof and a descrip- 
tion of the lands affected sufficient to enable the notice to be registered. 
It is to be signed by the seller, his authorized agent, assigns, or personal 
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representative and verified by affidavit in the form prescribed by the 
Act. A fee of one dollar is payable on registration. The contract, 
when paid, may be discharged by the registration of a form prescribed 
by the Act for that purpose, the fee for registration being fifty cents. 

The Act further provides that registration pursuant thereto shall 
be deemed actual notice to the owner of the land or of any interest 
therein or to a subsequent purchaser, mortgagee or other encumbrancer 
of the land. 

The seller is not relieved by this amendment from the necessity of 
filing his contract with the Clerk of the County Court if the previously 
enacted sections of the Act require him to do so, but if he is selling goods 
to be affixed to realty, he is required to make this additional registra- 
tion if he wishes to preserve his right against persons subsequently ac- 
quiring an interest in the realty. There is also, of course, this further 
result that the person proposing to purchase real estate on which a 
house is erected cannot presume that the owner of the land is also the 
owner of all the equipment installed in the house and must search in 
the registry office to make sure that there are no claims registered under 
the provisions of the Conditional Sales Act. 














A METHOD OF CALCULATING SALES POTENTIALS* 


CHARLES H. ABRAY, B.A.SC. 


Editor’s note—As a preliminary to a decision in marketing policy, Mr. Abray was 
asked to decide the approximate volume of sales to be expected in cities in Quebec. 
Mr. Abray’s method is presented here for its value as a method. A similar procedure 
can be easily used for any uct. So far as can be ascertained, this method is a new 
one for Canada. Further information on the general applicability of the method may 
be had by communication with the Bureau of Business Research of the University of 
Western Ontario. 


The Value of this Analysis 


It locates strong and weak points in the market. 

It affords a definite basis for putting forth sales effort. 

It enables the firm to check its activities in particular areas. 

It provides the initial step necessary in improving and extending 
the number and location of wholesale and jobbing accounts—or the 
basis for changing to other channels of distribution, (eg. direct sale). 


Method 

TAL annual sales for each account in the Quebec cities were 
obtained from the Quebec ledger of the firm. Then for each city, 
the total annual sales were determined for each year from 1927 to 
1932. An average annual sales figure was derived by dividing this total 
by six, when there were active accounts for all six years in the city—by 
five when the accounts were active for only five years, etc. This six-year 
average tended to eliminate cyclical trend while the total annual figures 
did not include seasonal variation (i.e. only one figure for entire year). 

Thus, a representative annual sales figure was obtained for each city. 

These figures for sales per city were then plotted. The resulting 
curve indicated that the following cities were not representative :—Mont- 
real, Quebec, Three Rivers, Valleyfield, Coaticook and Ville St. Pierre. 
These cities were dropped in making up an index. Thus only the re- 
maining cities appear in Exhibit A, columi six. 

Numerous other series of data pertaining to individual cities were 
collected. In some cases the figures could not be obtained for the towns 
and in other cases there was no correlation between the data and the 
figures in Exhibit A, column six. 


adh adh ul xs 


*Figures appearing in the following pages have been altered for this publication. 
However, this will in no way affect the method used. 
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The actual average sales figures, Exhibit A, column six, were plotted 
on a graph. This curve was used as the base to which all curves were 
compared. The population for 1931 was also plotted. Sales of kitchen 
hardware depend a great deal on total population because all classes of 
people must be served from kitchens of one kind or another. With the 
exception of Hull and North Hatley the population curve fluctuated ap- 
proximately with the sales curve. Sales are low compared with population 
for Hull because of the proximity of Ottawa. Sales were high compared 
with population in North Hatley because of an unusual account there. 
The number of hardware retailers was also plotted. It fluctuated practic- 
ally in the same way as the population curve. The number of retailers is 
also important because the retail outlets are necessary in order that 
sales may be made. Population figures and the number of hardware 
retailers appear in Exhibit A, columns one and two. 

On another graph the number of motor vehicles in each city was 
plotted (Exhibit A, column three). Then by placing this graph over 
the sales graph and holding them to the light the curve for the number 
of automobiles can be compared with the curve for actual average sales. 
This system was used for comparing all succeeding curves with the sales 
curve. The numbers of householders (Exhibit A, column four were) 
also plotted on a graph. 

On the next graph, the number of manufacturing establishments 
and the corresponding number of employees were also plotted. The 
curve for the number of employees showed violent fluctuation while 
both curves revealed but little correlation with the actual average sales. 
Hence both these series were omitted. 

The figures for magazine circulation (Exhibit A, column five) were 
plotted. These figures were the totals for several publications as they 
appeared in a survey from the Canadian Advertisers Association. On 
the same curve the figures for new buildings were plotted. This curve 
fluctuated violently so this series was omitted. 

The number of persons paying taxes (Exhibit A, column seven) and 
the taxes paid for 1931 were plotted. These were very similar so the 
latter was omitted. The number of persons paying taxes was a very 
important factor as it tended to indicate the number of established 
homes. 

Thus the series in columns 1, 2, 3, 4, 5 and 7, Exhibit A, were used 
in developing an index which in final form would show close correlation 
with column six, Exhibit A. 
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In section II, Exhibit A, column eight, the sales per capita were 
expressed. The resulting figures were plotted. By eliminating the ex- 
tremes, the median group was found to be between 4.0 and 10.05 cents 
per capita. Then the figures falling within this median group were 
totalled and averaged. The resulting figure was 7.42 cents per capita. 
Therefore River du Loup was chosen as a base city—as its actual average 
sales were 7.6 cents per capita (the nearest figure to 7.42). From this 
point all comparisons were made to River du Loup as a base city re- 
presentative of a good average of sales development for this company. 

In columns 9, 10, 11, 12 and 13, Exhibit A, the previous series were 
reduced to a per capita basis. 

In section III, Exhibit A, the figures from section II, Exhibit A, 
were expressed as a ratio to the corresponding figure from River du 
Loup—(Example—column fourteen was obtained from column nine). 
In the case of Sherbrooke 0.0002 divided by 0.000712 gave 0.218. This 
means that the number of retailers per capita in Sherbrooke was only 
21.8% of the number of retailers per capita in the base city River du 
Loup. Similarly columns 15, 16, 17, 18 and 19 were derived. 

Then columns 14, 15, 16 and 17 were grouped as quantitative fac- 
tors being purely a number factor in the potential market. Columns 
18 and 19 were grouped as qualitative factors indicating to a certain 
extent the tendency to buy. 

In section IV, columns 20 to 25 were obtained from section IIT as 
indicated. Column 20 was obtained from a figure involving the number 
of hardware retailers. This figure is of prime importance as an indica- 
tion of the retail outlet necessary before sales can be made. Column 
21 involved the number of persons paying taxes. This figure tends to 
indicate the number of established homes—hence the potential market. 
As each of these figures was of major importance, they were given a 
weight of 30% each as factors in the final index. The remaining four 
series were approximately equal in importance and so were given weights 
of 10% each. 

In section V., column 26, the index was set up as a result of cross 
adding each of the factors in section IV. Obviously the base city has 
an index figure of 100 corresponding to 7.6 cents per capita sales. Then 
this index by comparison with the base city gave a sales potential in 
cents per capita for each city. Multiplying this figure by the popula- 
tion for the city resulted in the theoretical sales potential for the given 
city. 
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In section VI, Exhibit A, as a check on the method, the variation 
between the potential and actual average sales figure was set up. A 
plus sign indicates the potential is too high by this amount. In the case 
of Hull the theoretical potential was much too high. Or conversely, 
the actual sales were much too low due to the close proximity of Ottawa. 
The minus sign indicates a potential too low. Or in other words the 
actual average sale is too high. In the case of Sherbrooke the potential 
figure was much too low because this is a very strong jobbing centre 
for the surrounding area. The balance of the potentials are quite close 
to the actual average figures. Hence it was assumed that the method 
used was justified. 

In Exhibit B. with the exception of the first five cities, the company 
in question had no accounts to date. The first five had been previously 
thrown out as extremes while the index was being developed. The 
method arrived at in Exhibit A was then applied to the remaining cities 
and towns in Quebec with a population exceeding two thousand. Hence 
a potential was set up for each one as indicated in column twenty-eight. 

In some cases, the series used in developing the index were incom- 
plete. In Exhibit B, an arbitrary figure was inserted wherever blanks 
occurred. In Exhibit A the arbitrary figure was not inserted until 
Section IV was reached. This arbitrary figure was based primarily on 
population and the number of persons paying taxes. 
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EXHIBIT “A”—Continued 





24 25 Ci 26 29 





From 18 Index from Variation 
Weight 20, 21, 22 || From Actual 
10 23, 24 & 25 Compare 
6& 28 





— 


_ 

SOBA V-riiv 
~ 
i.) 
= 


—1751.20 
+204.10 
— 226.30 
+2078 .00 
+458 .20 
+ 68.20 
+502 .60 
—126.70 
— 24.00 
—155.60 
+281 .60 
0 


; — 404.30 
198.00 || — 75.40 


ae et he 
— 
a 


CHOSSOCOCOUSNAOH WHS 
— 


Seorvouneaar 
= 
oh Seale 


snk 


— 





— i 
— i 








& bo bo Ge NN w iw} 
BRSRLRALSARRSRSS 
AngivSwivimnncnm 
BRO SROMADMRUMm Em 


RRmPRRO ORES 


4. 
7. 
5. 
if 
0 

3. 
3. 


—_—— 


~ 
eo) 
i) 























— indicates this conservative potential unfulfilled 


by amount shown. 


ee |  -- indicates potential exceeded. ae 
SECTION IV. | SECTION V. SECTION VI. 


























Ost" 
red 
sot" 








iae 0880° 
LLU LSS0° } S9L0I 
Tas" ¥L60° , Or 

oar" os. ! ¥6SOCT 
ba Ca $9L0° j LLSSTS 








uoneindog 0% Byider 19g 
"O'd Aq poatsg) ezider Jog) sisprejoy 
sioppoyssnoy{ soyny ore MPlB TT WOT}BINIII") 


Te61 
“ON JO ONBY | JOON jo "ON ourze dey 


uonsindog 




















I | or 6 S 

















I 





«i, LIGIHXa 








EXHIBIT “B’—Continued 
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A SURVEY OF GASOLINE CONSUMER 
BUYING HABITS 
GILBERT C. CLARKE, B. A.* 


years has been towards chains of company-owned stations. These 

stations have developed around the idea of rendering the maxi- 
mum amount of service to the consumer and also have emphasised the 
physical attractiveness of the stations. 

With the growing standardization of service and quality of the pro- 
duct between the various companies the need for some radical improve- 
ment or change in methods is felt if new customers are to be secured. 
The station must adapt its distribution policy to the habits and desires 
of its customers. This survey has been undertaken with a view to 
determining these desires and habits and seeing wherein they can be 
applied to the present distribution system. 

The survey consists of two distinct fields: the first, a survey of 
consumer turnover and habits; the second, a survey of the service 
offered by various stations. The first was carried out by the question- 
naire method; the second, by an actual test of service station operators. 

In weighing the results of this survey it must be remembered that 
the test city is London, Ont. In this city is located one of the earlier 
companies selling entirely upon a service basis. Its success has forced 
other distributors in this territory to follow its example, with the result 
that service station customers in London expect the maximum service 
and consider it as normal. The service rendered by independent 
operators in other cities is therefore considered below normal. Yet the 
basic principles that apply to gasoline purchases in London also apply 
to other centres. 


| SHE trend in the retail distribution of gasoline during the last few 


Section A—Consumer Turnover. 
The purpose of this section of the report was to find out the pur- 
*This paper wes compiled by G. C. Clarke, @ graduate student in marketing, 


with the assistance of members of the class in sales management at the U. of 
W. O. 
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chasing habits, purchasing motives and extent of customer turnover in 
gasoline. The survey was conducted by the questionnaire method. 
The questionnaire was submitted to one hundred and thirty car drivers 
in London. While this represents only 1 per cent. of the car owners 
in London the figure may be regarded as sufficient inasmuch as the 
tabulated returns for ninety questionnaires did not differ materially 
from the results of the one hundred and thirty. One hundred and ten 
questionnaires were secured from male drivers. This figure is justified 
as female drivers do not ordinarily buy gasoline or oil and if they do, 
their choice is conditioned by that of their husbands. 


EXHIBIT I. 


Questionnaire Submitted to Consumers. 


Why did you change your brand?................ 

How long have you been using the present brand?........ 

Why do you not buy a definite brand of gasoline?...... .. 

Do you buy gasoline from a particular station?........ 

Why do you buy from a particular station?........ 

10. What criticisms have you to offer of the present service station system?........ . 
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11. Do you consider the appearance of the station important in influencing your pur- 
chase of gasoline?........ 


12. Would the presence of highly-trained technical operators who would do minor 
repair work induce you to patronize a station?........ 


The age distribution among drivers was fairly uniform although 
the greater proportion was given to those under forty. 

The interviews were divided into three classes depending upon the 
type of car driven. Class ‘A’ drivers were those who drove cars of re- 
cent make above the Buick type. Class ‘B’ drivers were those who 
drove cars of recent make in the Buick class but not below the Pontiac. 
Class ‘C’ drivers were those who drove cars including or below the 
Pontiac type or higher types of cars of earlier make than 1928. Eight 
per cent. of the interviews were secured from Class ‘A’ drivers; 28 per 
cent. from Class ‘B’ drivers; 64 per cent. from Class ‘C’ drivers. 

The results of the questionnaire are shown in Exhibit IT. 
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EXHIBIT II. 


Results of Questionnaire. 


























Question Answer Number answering % 
1. (a) sex Male 110 81.6 
Female 20 15.4 
20 26 21.5 
25 17 14.0 
30 19 15.7 
(b) age 35 22 18.2 
40 20 16.5 
50 9 7.3 
60 over 8 6.8 
(c) type of A 10 8 
cer B 35 28 
C 7 64 
2. Do you buy a 
definite brand of Yes 98 84.5 
gasoline? No 18 15.5 
3. Why do you buy quality 58 28 
a definite service 48 31.4 
brand? habit 13 8.5 
friendship 13 8.5 
credit facilities 8 $:3 
price 5 32 
appearance of station 3 2 
recommendation 5 3.2 
4. Have you ever 
used another Yes 88 75.2 
brand? No 29 24.8 
5. Why did you quality 25 30.5 
change? service 24 29.2 
business reasons 8 9.7 
recommendation 6 7.3 
habit 5 6.2 
friendship 5 6.1 
credit facilities 5 6.1 
performance 4 4.9 
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Question Answer Number answering % 
6. How long have 6 months 14 15 
you been 1 year 16 17.2 
— using your 2 years 20 21.5 
1.6 present brand? 3 years 15 16.1 
¥ 4 years 6 6.4 
5 years 13 14.0 
5 over 5 years. 9 9.8 
- 7. Why do you nol quality docs 
2 buy a definite not differ 16 88.9 
5 brand? price 2 11.1 
.3 8. Do you buy at 
8 a particular Yes 89 76.7 
| station? No 27 23.3 
9. Why? service 
; convenicnce no definite figures 
- credit facilities were given in the 
friendship reports but it was 
1.5 indicated the first 
5 two were the more 
fi important. 
3 10. What criticism Overserviced 8 35 
1.4 have you to poor physical 11 17.8 
3.5 offer of the appearance 
3.5 present service nut cnough 1 4.2 
».2 station uniformity 
: 2 system? too slow service 3 13 
. 11. Do you con- 
a sider the ap- 
= pearance of Yes 95 98.9 
the station No 1 1.1 
>.2 important in 
t.8 influencing 
— ____ your purchase? 
¢" 12. Would the pre- 
on sence of highly 
pf trained opera- Yes 57 19.6 
* tors who would No 58 50.4 
— do minor repair 
5.1 work induce you 
e to patronize a 


station? 
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It is quite evident that there exisls a decided brand preference for 
gasoline. This brand preference was 100 per cent. for Class ‘A’ and 
Class ‘B’ drivers, but varied to a larger extent among Class ‘C’ drivers 
although they also showed a majority expressing brand preference. The 
reasons given for buying a definite brand of gasoline in order of import- 
ance are: quality, service, habit, friendship for station operator, credit 
facilities offered by the station, recommendation either by the dealer or 
by friends, price and appearance of the station. Of these factors quality 
and service accounted for over 70 per cent. of the returns. These may 
be regarded as the primary buying motives. All five reporting that they 
purchased a definite brand upon recommendation were female drivers. 

While there is a great deal of brand preference, there is, however, 
a high rate of turnover. Over 75 per cent. of those reporting indicated 
that they had at one time or another changed their brand of gasoline. 
Approximately one third have changed within a year. This, considered 
in the light of the returns to Question 6, usually occurred immediately 
after the purchase of the car. It indicates that the consumer tried 
various brands until he became satisfied with the performance of a par- 
ticular brand. The reasons given for the changing of brands are: im- 
proved quality, service, business reasons, recommendation by garage or 
friends, habit, friendship for operator, and credit facilities. Again it 
is borne out that quality and service are the primary buying motives. 

Of those who express no brand preference, the majority fcel that 
there is no difference in the quality of gasoline while a few feel that they 
can purchase unbranded gasoline more cheaply. This number is so 
small, though, that it seems the gasoline companies have convinced the 
people there are different qualities of gasoline. 

The majority of consumers who have been using one brand of gaso- 
line have been doing so for at least two years, and, in some cases, ten. 
Evidently, when a consumer becomes satisfied, through experience, with 
one brand, he rarely changes it. If consumers are to be attracted to 
one brand rather than the one they are now using, it appears that the 
company must bring forward some outstanding factor of quality or 
service no other company is featuring. 

Having decided upon one brand of gasoline, the consumer tends to 
patronize one particular station selling that brand. The two predominat- 
ing reasons for this are service and convenience—the former being the 
more important. Credit facilities and friendship for the operator are 
two minor considerations. Judged on the basis of this information, it 
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seems that locations on the main arteries from residential to business 
districts are the most advantageous for service stations. 

Only twelve of the one hundred and thirty interviewed made any 
criticism of the existing system of distribution. The most general 
criticism offered was that some stations present a poor physical appear- 
ance. This was caused by the dingy appearance of the building, the 
untidy appearance of the operators and the general untidiness of the 
equipment. The constructive criticism offered by these individuals was 
that more uniformity should be enforced among the stations, not only 
of uniforms of the operators but also of the condition of the stations. 
Other individuals criticised the speed with which service was rendered. 
They found that the operators were slow in approaching the car and 
in their movements in servicing the car. This criticism was directed 
chiefly against the independent stations. A final criticism made, directed 
chiefly against one of the larger companies, was that the stations were 
over-serviced, that is, that the operators were too detailed in their check, 
too subservient, too mechanical and too insistent in their manner. It 
must be remembered that had this survey been conducted elsewhere a 
larger number of criticisms would undoubtedly have been offered. 

Finally, in an effort to determine the consumer reaction to a new 
departure in service facilities, the last question was included: ‘Would 
the presence of highly trained mechanics, capable of doing minor repair 
work upon cars, induce consumers to patronize a station?” The ques- 
tionnaire returns indicated a 50 per cent. approval of the plan. The 
opinion was expressed thal the success of the plan would depend upon 
the degree to which consumers could be convinced that these mechanic- 
operators were capable and efficient. The opinion was also expressed 
that, if operators were able to do minor repair work upon cars, consumers 
would be saved both time and money by not having to patronize a garage 
with these minor troubles such as adjusting of timing gears, etc. 

This section of the survey shows conclusively that consumers are 
attracted to definite brands of gasoline by two chief factors: quality and 
service. If a concern is to increase its business it must introduce some 
improvement in either of these factors. Independent stations seem to 
be open to most of the criticism of the service factor although they are 
rapidly meeting the standards set by the company-owned stations. Un- 
doubtedly, service would play a much greater part in attracting cus- 
tomers if it were not so standardized. Some such innovation as the in- 
troduction of technically-trained operators would give a company @ 
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distinct advantage if it could gain the confidence of consumers. The 
increased patronage of the stations would amply repay the companies 
for the increased cost of salaries and training. The objection that 
garages would resent this interference in their field, might be raised 
but, inasmuch as the recommendation of garage owners plays such a 
small part in gasoline sales, this factor may be overlooked. 


Section B—Check of Service Station Operators 


The purpose of this survey was to check the service station operators 
under actual conditions, and, by asking them a few questions, to verify 
some of the information received in Section ‘A’. 

The check sheet and results are shown in Exhibit IIT. 


EXHIBIT IIT. 


Results of actual check of service station operators. 









































Question Answer Number Answering % 
1. Age of operator? Under 20 2 3.2 
20 8 14.0 

25 14 24.5 

30 9 15.5 

35 13 22.9 

40 + 6.5 

50 3 7.4 

60 4 6.5 

2. Appearance? Good 12 22.2 
Neat 2 37.4 

Fair 15 27.8 

Poor 7 12.6 

3. Personality? Good 26 42.6 
Pleasant 16 _ 26.2 

Fair 12 19.7 

Poor 3 11.5 

4, Completeness of Complete 35 52.2 
check? 50% 7 25.4 

Less than 50% 15 22.4 

5. Promptness? Good 38 66.6 
Fair 15 26.3 

Poor 4 A. 

6. Attitude toward Good 27 $7.3 
company? Fair 12 25.5 

Poor 8 17.3 
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Question Answer Number Answering % 

7. Per Cent. of regular 33 2 5.4 

customers? 50 3 8.1 

60 3 8.1 

70 6 16.2 

75 13 35.1 

80 5 13.5 

a 90 5 13.5 
8. Distribution by 

classes Class A. 6 10.7 

Class B. 24 42.8 

Class C, 26 46.5 





An actual check was made of sixty-two operators, or approximately 
forty stations. This is a very high percentage of the service stations in 
London and therefore the results may be regarded as accurate. 

Owners of service stations prefer to employ the younger type of 
operator. The mean age is from 25 to 35. Eighty per cent. of the 
operators checked were in this group. There is a definite attempt to 
get away from the very young type that characterized the early station 
development. Those in the age group from 25 to 35 are better suited 
to meeting the public than those in any other age group. 

Section ‘A’ proved conclusively that the customer was attracted 
to a large extent by the appearance of the station and operators. Yet 
in the actual check 41 per cent. of the operators were classed as being 
either of poor and untidy appearance or, at best, fair. A more rigid en- 
forcement of the regulations governing the neatness of operators should 
be insisted upon. 

Once having attracted the customer to the station, to make a regular 
customer of him, he must be kept satisfied with the service. The per- 
sonality of the operator is a matter of prime importance in accomplish- 
ing this. Here also a large number of service stations fall down. The 
check shows that fully 30 per cent. of the operators are of poor or, at 
best, fair personality. This condition probably gives rise to the criticism 
found in Section ‘A’ that the stations are over-serviced, that the em- 
ployees are too insistent and too subservient. Without a pleasing 
personality the service of the operator becomes mechanical and forced. 

Although it is recommended in company service station manuals 
that a complete check be given to every car, such a check is very rarely 
given. A complete check was. offered by the operator in only 50 per 
cent. of the cases observed, and in 22 per cent. of the cases no other 
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service was offered than that asked for. Admittedly, over-servicing a 
car will result in consumer ill-will. Yet it is felt that operetors with 
pleasing personalities can, with the correct approach, quickly and 
efficiently check every item and, at the same time, increase the customer’s 
good-will. Especially can this be done when the majority of the cus- 
tomers are regular customers of the station. 

A common criticism found in Section ‘A’ was that the operators 
were too slow in approaching and servicing the car. This fact was also 
brought out in this actual check. Prompt attention was found to be 
lacking in thirty-three per cent. of the tested cases. At best, the con- 
sumer regards the time spent at a service station as a loss, so the operators 
should attempt to reduce this time to the minimum. 

These faults in the operators can be traced, to a large extent, to 
the attitude of the employees towards the company. This attitude was 
found to be unsatisfactory in 43 per cent. of the cases. The general 
feeling among the operators is that they are being exploited by the com- 
pany both in the matter of wages and also in hours. 

By direct questioning of the operators, the results regarding the 
percentage of people who regularly patronize a certain station, that 
were obtained in Section ‘A’, were borne out. The operators reported 
that between 70 per cent. and 80 per cent. of their customers were 
regular customers. Class ‘A’ forms the smallest section of these regular 
customers, with Class ‘B’ and Class ‘C’ being approximately equal. 
Considering the relative number of cars in Class ‘A’ and ‘B’ as com- 
pared with Class ‘C’, it is quite evident that the two former classes are 
much more particular to patronize a definite station than are the Class 
‘C’ drivers. 

Service is a major item in determining where gasoline will be pur- 
chased. Yet, an actual check of stations shows that, in practically 
every phase of the distribution that is concerned with service, at least 
33 per cent. of the operators are deficient. When it is considered that 
this survey was undertaken in London where service is supposed to be 
at a maximum, the results are even more significant. Service may be 
standardized, but it is not standardized at its highest level. A com- 
pany may substantially increase its business by perfecting its present 
service. Perfect service is a good talking point in advertising and the 
knowledge of this type of service is soon passed around by word of 
mouth. 
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